
KEEP A LOW AUDIT PROFILE 
 
 
IRS Official Rate Down but the “Real” Audit Rate is the Problem -- The Internal Revenue Service audited 
only 0.6% of 2016 individual income tax returns, according to its 2017 Data Book released in March 2018. That 
means your chance of an official audit was about 1 in 160. Of the 934,000 audits, 71% were conducted 
through correspondence and the remaining 29% were conducted in the field. 

However, the National Taxpayer Advocate, an IRS watchdog, begs to differ with those statistics. With the way 
the Taxpayer Advocate’s Office defines “audit,” your chance of hearing from the IRS is more like 1 out 
of 16. For fiscal year 2016, when the official IRS audit rate for individual income tax returns was 0.6%, the 
Advocate’s Office found that the “unreal” audit rate was 6.2%. In its annual report to Congress in January, it 
found that the IRS conducts significant types and amounts of compliance activities that it doesn’t deem to be 
traditional audits. These include math error notices and document-matching notices (also known as automated 
under-reporter CP-2000 notices). Traditional audits, by contrast, can be in the field or by correspondence, but 
involve specific requests to actively examine returns and back-up materials. 
Taxpayers will certainly feel like they are getting an audit in many of these "unreal" cases too, especially 
because a notice lists proposed changes and an amount due. In fact, those CP-2000 matching notices (these 
unreal audits) can take significant time to resolve, especially when the IRS is wrong. But sometimes the IRS is 
right, and additional tax is due. For example, let’s say that the IRS gets a 1099-INT form from your bank 
reporting it paid you $500 in interest and interest from that bank is not on your return, or you underreported the 
amount. You WILL get a CP-2000 notice. Although it is not considered an official audit by the IRS, it is very 
disconcerting for taxpayers to get letters from the IRS -- and additional tax will be due. 
 
In addition, if you don’t act swiftly, there are real risks. For example, taxpayers must respond to a math error 
notice within 60 days and request an abatement of the tax or the IRS can summarily assess the tax without 
resorting to deficiency procedures. The IRS’s math error authority leaves the taxpayer little, if any, recourse. 
 
The Taxpayer Advocate lists audit rates and the issue of “real” versus “unreal” audits as one of the most 
serious problems facing taxpayers. According to the Advocate’s report, the “unreal” audits don’t carry the same 
protections against repeat examinations as “real” audits. Another example where taxpayers lose rights is with 
the matching notices. Just days after the CP-2000 response deadline is up, critical rights are lost when the IRS 
issues a Notice of Deficiency. Once a Deficiency Notice is issued, the taxpayer is required to file a claim in Tax 
Court if they want to contest the tax assessed. These Deficiency Notices are never rescinded by the IRS 
either. 
 
BOTTOM LINE: To head off unwanted correspondence with the government, your tax return needs to 
accurately reflect the 1099s and W-2s you receive. Keep careful records of your accounts to ensure against 
mismatches. 
 
Those Official IRS Audits Focus on the Audit Worthy – The IRS has gotten smarter, choosing those 
taxpayers that they DO audit, those cases with potential for big adjustments. So, how does one avoid being 
chosen? While there’s no sure way, experts do offer advise on what to look for to help cut audit risk. 
 
● Are deductible expenses out of line with income? When a return goes through the IRS computer, it is graded 
with a score that indicates how that return differs from other returns in the same income level. For example, if 
your income is $32,000 and you claimed charitable contributions of $20,000, your return is likely to be audited. 
 



● Are you a sole proprietor? If so, watch out. Sole proprietors stand out over others when it comes to being 
audited. Those with incomes over $100,000 “enjoy” a high audit rate. However, business owners with less than 
$25,000 in annual income have one of the highest audit rates. One in twenty are “favored.” 
● Does the IRS understand your business better than you think? The IRS now has special audit guides that 
help their personnel understand the ins and outs of various kinds of businesses. If you’re in an occupation 
targeted by one of those guides, an audit may be more likely. Dozens of audit guides have already been 
published zeroing in on a variety of occupations including truckers, innkeepers, lawyers, musicians, taxi 
drivers, and many others. 
 

If you get an IRS notice: Your timely response is the key to finding a satisfactory solution. 
To be certain, call us at once. 

Together, we can determine exactly what course of action needs to be made. 
 


